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SUBCHAPTER A—BOARD OF GOVERNORS OF THE FEDERAL
RESERVE SYSTEM

PART 220—CREDIT BY BROKERS
AND DEALERS (REGULATION T)

Sec.
220.1 Authority, purpose, and scope.
220.2 Definitions.
220.3 General provisions.
220.4 Margin account.
220.5 Special memorandum account.
220.6 Government securities account.
220.7 Arbitrage account.
220.8 Cash account.
220.9 Nonsecurities credit and employee

stock ownership account.
220.10 Omnibus account.
220.11 Broker-dealer credit account.
220.12 Market functions account.
220.13 Arranging for loans by others.
220.14 Clearance of securities, options, and

futures.
220.15 Borrowing by creditors.
220.16 Borrowing and lending securities.
220.17 Requirements for the list of

marginable OTC stocks and the list of
foreign margin stocks.

220.18 Supplement: Margin requirements.

INTERPRETATIONS

220.101 Transactions of customers who are
brokers or dealers.

220.102 [Reserved]
220.103 Borrowing of securities.
220.104 [Reserved]
220.105 Ninety-day rule in special cash ac-

count.
220.106 [Reserved]
220.107 [Reserved]
220.108 International Bank Securities.
220.109 [Reserved]
220.110 Assistance by Federal credit union

to its members.
220.111 Arranging for extensions of credit to

be made by a bank.
220.112 [Reserved]
220.113 Necessity for prompt payment and

delivery in special cash accounts.
220.114 [Reserved]
220.115 [Reserved]
220.116 [Reserved]
220.117 Exception to 90-day rule in special

cash account.
220.118 Time of payment for mutual fund

shares purchased in a special cash ac-
count.

220.119 Applicability of margin require-
ments to credit extended to corporation
in connection with retirement of stock.

220.120 [Reserved]
220.121 Applicability of margin require-

ments to joint account between two

creditors.
220.122 ‘‘Deep in the money put and call op-

tions’’ as extensions of credit.
220.123 Partial delayed issue contracts cov-

ering nonconvertible bonds.
220.124 Installment sale of tax-shelter pro-

grams as ‘‘arranging’’ for credit.
220.125 [Reserved]
220.126 Put and call options.
220.127 Independent broker/dealers arrang-

ing credit in connection with the sale of
insurance premium funding programs.

220.128 Treatment of simultaneous long and
short positions in the same margin ac-
count when put or call options or com-
binations thereof on such stock are also
outstanding in the account.

220.129 [Reserved]
220.130 [Reserved]
220.131 Application of the arranging section

to broker-dealer activities under SEC
Rule 144A.

220.132 Credit to brokers and dealers.

AUTHORITY: 15 U.S.C. 78c, 78g, 78q, and 78w.

SOURCE: Regulation T, §§ 220.1 through
220.18 appear at 48 FR 23165, May 24, 1983, un-
less otherwise noted.

EDITORIAL NOTE: A copy of each form re-
ferred to in this part is filed as a part of the
original document. Copies are available upon
request to the Board of Governors of the
Federal Reserve System or any Federal Re-
serve Bank.

§ 220.1 Authority, purpose, and scope.
(a) Authority and purpose. Regulation

T (this part) is issued by the Board of
Governors of the Federal Reserve Sys-
tem (the Board) pursuant to the Secu-
rities Exchange Act of 1934 (the Act) (15
U.S.C. 78a et seq.). Its principal purpose
is to regulate extensions of credit by
and to brokers and dealers; it also cov-
ers related transactions within the
Board’s authority under the Act. It im-
poses, among other obligations, initial
margin requirements and payment
rules on securities transactions.

(b) Scope. (1) This part provides a
margin account and eight special pur-
pose accounts in which to record all fi-
nancial relations between a customer
and a creditor. Any transaction not
specifically permitted in a special ac-
count shall be recorded in a margin ac-
count.
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(2) This part does not preclude any
exchange, national securities associa-
tion, or creditor from imposing addi-
tional requirements or taking action
for its own protection.

(3) This part does not apply to trans-
actions between a customer and a
broker or dealer registered only under
section 15C of the Act.

[Reg T, 61 FR 20390, May 6, 1996]

§ 220.2 Definitions.
The terms used in this part have the

meanings given them in section 3(a) of
the Act or as defined in this section.

Cash equivalent means securities
issued or guaranteed by the United
States or its agencies, negotiable bank
certificates of deposit, bankers accept-
ances issued by banking institutions in
the United States and payable in the
United States, or money market mu-
tual funds.

Covered option transaction means:
(1) In the case of a short call, the un-

derlying asset (or a security imme-
diately convertible into the underlying
asset, without the payment of money)
is held in or purchased for the account
on the same day, and the option pre-
mium is held in the account until cash
payment for the underlying asset or
convertible security is received; or

(2) In the case of a short put, the
creditor obtains cash in an amount
equal to the exercise price or holds in
the account cash equivalents with a
current market value at least equal to
the exercise price and, except in the
case of money market mutual funds,
with one year or less to maturity; or

(3) In the case of a short put or short
call, the creditor verifies that the ap-
propriate escrow agreement will be de-
livered to the creditor promptly and
the option premium is held in the ac-
count until such delivery is made; or

(4) Beginning June 1, 1997, any other
transaction involving options or war-
rants in which the customer’s risk is
limited and all elements of the trans-
action are subject to contemporaneous
exercise if:

(i) the amount at risk is held in the
account in cash, cash equivalents, or
via an escrow receipt; and

(ii) the transaction is eligible for the
cash account by the rules of the reg-
istered national securities exchange

authorized to trade the option or war-
rant or by the rules of the creditor’s
examining authority in the case of an
unregistered option, provided that all
such rules have been approved or
amended by the SEC.

Credit balance means the cash amount
due the customer in a margin account
after debiting amounts transferred to
the special memorandum account.

Creditor means any broker or dealer
(as defined in sections 3(a)(4) and 3(a)(5)
of the Act), any member of a national
securities exchange, or any person as-
sociated with a broker or dealer (as de-
fined in section 3(a)(18) of the Act), ex-
cept for business entities controlling or
under common control with the credi-
tor.

Customer includes:
(1) Any person or persons acting

jointly:
(i) To or for whom a creditor extends,

arranges, or maintains any credit; or
(ii) who would be considered a cus-

tomer of the creditor according to the
ordinary usage of the trade;

(2) Any partner in a firm who would
be considered a customer of the firm
absent the partnership relationship;
and

(3) Any joint venture in which a cred-
itor participates and which would be
considered a customer of the creditor if
the creditor were not a participant.

Debit balance means the cash amount
owed to the creditor in a margin ac-
count after debiting amounts trans-
ferred to the special memorandum ac-
count.

Delivery against payment, Payment
against delivery, or a C.O.D. transaction
refers to an arrangement under which a
creditor and a customer agree that the
creditor will deliver to, or accept from,
the customer, or the customer’s agent,
a security against full payment of the
purchase price.

Equity means the total current mar-
ket value of security positions held in
the margin account plus any credit bal-
ance less the debit balance in the mar-
gin account.

Escrow agreement means any agree-
ment issued in connection with a call
or put option under which a bank or
any person designated as a control lo-
cation under paragraph (c) of SEC Rule
15c3–3 (17 CFR 240.15c3–3(c)), holding
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